TO THE RESIDENTS OF THE TOWN OF CONCORD

“I"HLIS annual report of the Concord Finance Committee summarizes the operations of Town government, the
financial position of the Town, and the articles that appear in the Warrant for the 2008 Annual Town Meeting.

Overview

For the second year in a row, but only the second year in the last eight years', resources provided at the Levy Limit
were able to supportthe needs of the Town, Concord Public Schools (CPS)andthe Concord assessment forthe Con-
cord-Carlisle Regional School District (CCRSD). Balancing the needs ofthese three entities istypically challeng-
ing. Availableresourcesatthe property tax levy limit typically rise atarate less thanthe expenditure growthneeded
to maintain existing operations. Among the spending authorities, budget needs often diverge as the forces driv-
ing expenditures for the schools or the police department, for example, can be different and can change over time.

A pattern of imbalance in costs among the budget entities has been closely related to the long-term pattern
of the rising and falling enrollments at the schools. In recent years, enrollment at the high school has been
rising while the K-8 student population has been declining. In both school systems, the exceptional costs of
special education have been rising, though more rapidly at CCRSD. Increasing enrollments require addi-
tional teachers, which add to the costs already needed to fund raises, etc. for the existing staff and programs.

The rate of increase to obtain a level program budget for the Town departments has historically been lower
than that for a similar level program in schools. Town'programs have needed to grow as well, but mandates
on school spending have restricted the growth of the Town departmental budgets by absorbing a gradually
increasing percentage of total Levy Limit resources. The Finance Committee has been working for a number
of years to alleviate the resulting imbalance and to ensure that our overall program-—schools as well as police,
public works and all the other functions of the Town—are adequately financed to provide the services desired.

In the most recent few years, the expenditure pressure on our K-8 Concord Public Schools budget has
started to moderate. We have seen a modest decrease in enrollments and a significant drop in Out-
of-District Special Education requirements. The latter is due to significant work by the school ad-
ministration to provide less expensive alternative educational programming within the local schools.

The CCRSD program saw a leveling off of enrollment this year after several years of significantly increased
enrollment, but pressure for increased spending now arises from unpianned increases in the number of students
requiring out of district placement. While the School Administration has committed to provide able program-
ming for more children with these needs within the local school, this has proven to be a greater challenge.

The budget for the CCRSD is also complicated by the fact that the Town of Carlisle faces a year in which
there will be no resources to expand their Levy Limit budget over the previous year's amount. The finance
committees of the two towns worked in tandem through the guidelines process. Agreement was reached
that funded the new FY09 costs, but left the CCRSD budget roughly $300,000 shy of a level program bud-
get. The Town of Carlisle will require an override vote to be able to fund their assessment share for the
CCRSD. The high school faces a shortfall in the present budget year as well, but stringent internal con-
trols as well as allocating funds from the CCRSD reserve account derived from reimbursements under
the State’s Special Education Circuit Breaker program are accommeodating much of the current deficiency.

The boards of selectmen and finance committees of both towns continue to meet to look at this prob-
fem. It is quite possible that the austerity in Carlisle could continue to pose difficulties for several years.



The following spending levels are recommended for operating budgets:

FYO08 FY09- b %
Budget Entity Budget Guideline Change Change
Town Operations $16,397,974 $17,190,013 $792,039 4.83%
CPS | $26,423,840 $27,206,200 $782.360 2.96%
CCRSD assessment
for operations $12,191.417 $12,803,885 $612,468 5.02%
Total $55,013,231 $57,200,008 $2,186,867 3.98%

Resource and expense projections suggest that $2,186,867 will be available as FY09 new funds within the Proposition 2 14
Levy Limit to divide across Town and school FY09 operating budgets. This represents an increase of 3.98% over FY08.

As shown above, the proposed budgets allow for a 4.83% increase in the Town operations, a 2.96% increase
in the CPS operations and a 5.02% increase in the Concord assessment for CCRSD operations.

Although these amounts do not meet the full budget needs identified by the Town and schools during our de-
liberations through last fall, the Finance Committee believes the recommended amount is a prudent level of
spending and will permit the Town Manager and school superintendent to continue to deliver a high level and
quality of services. Through careful management of these budgets the Town and schools can ensure the most
important objectives are met. The CCRSD budget, however, warrants additional concern and watching. Due
to the austerity of the guidelines process mentioned above, they could require additional attention in FY09,
An article for a supplemental appropriation for FY08 has been placed on the warrant for the CCRSD (Article
26); however, the diligent efforts of the administration to identify budget savings may succeed in keeping this
supplemental appropriation request from needing to be moved.

The total budget plan for Town Meeting action is on page 5, and the three principal components of the budget
are described more fully in separate sections of this report. The total budget plan also includes a number of
joint accounts and budget items over which the Town has little discretion from year to year.

Joint Accounts: The joint Town and CPS accounts, which include employee group insurance, retirement,
social security and Medicare tax, debt service and other mandated costs, rise from $9,836.750 in FY08 to
$10,330,000 in FY09. Costs for employee Group Insurance have moderated from the torrid rise of recent years,
with a 6.8% increase projected for FY (9.

Minuteman Regional Vocational High School (MMRVHS): The assessment for Minuterman had been
increasing rapidly; however, this year Concord’s enrollment has dropped significantly. Concord will experience a
drop in assessment from the previous year of almost $120,000. The preliminary assessment for Concord for
FY09 1s $486,660.

Excluded Debt Service: The Town’s excluded debt service for FY09 will increase with new debt ser-
vice costs for the Thoreau School construction, short term financing for the Willard School construc-
tion and CCRSD projects authorized at the last two Town Meetings and bonded by the CCRSD this past
December. We are optimistic that reimbursement for some portion of the Thoreau School cost may yet be
received from the Massachusetts School Building Authority. Currently, excluded debt is scheduled to cost
$3.931,336 (including our share of the high school debt assessment) for an increase of 30% over last year.

Non-appropriated accounts: Several accounts presented within the total budget plan do not require
Town Meeting appropriations. These are State Assessments, Snow and Ice and other deficits, and the Overlay
Account. Collectively, these are projected to increase 28% over FY08. This is due to significant expenses for

snow and ice removal this winter. We have had 13 storm events and have expended almost $800,000 as of the
Continiued



end of February. State law requires that the amount over our current year appropriation ($444,750) must be
raised in the next year’s tax levy.

Revenues: property tax revenue is expected to cover 86% of the General Fund budget. This is an increased
share over FY08 and results from expected leveling of State aid and softening of most local revenues, particu-
larly interest income and motor vehicle excise taxes. This is a concern as Concord, like most communities in
the Commonwealth, has few options for raising local revenues. Until we have the legislative means to do so,
or until the amount of State aid we receive reliably increases, we will be dependent on property tax revenue to
fund the lion’s share of the town and school operating budgets.

" Capital expenditures: A financially well-managed community, such as Concord, must have a disciplined
plan for financing capital maintenance, renewal and reconstruction of the Town’s infrastructure. The policy of
Concord is to set aside seven to eight percent of each year’s total budget (net of excluded debt) for this purpose.
The FY09 budget for capital expenditure financing is $4,963,000 or 7.17 % of the Proposed Total Budget, net
of the levy for excluded debt. This is the first time in several years that, while always close, the Town has met

the policy goal in this area.

Articles of Interest

Stabilization Fund Creation and Funding

Pue to strong fiscal performance in the prior year and a significant amount of one-time and non-recurring
revenues, the Town’s Free Cash position at June 30, 2007 is very strong, at just over $8 million. The Finance
Committee deliberated different ways of maximizing the value of these resources and voted to recommend
the creation of a Stabilization Fund with an allocation of $2.5 million (Article 10). The goal is to utilize these
resources to meet the clearly foreseeable impact of debt service on the permanent funding of the Willard
School project. We expect to issue $30 million of new permanent debt in the spring of 2010 and to begin-
ning debt repayment in the FY11 budget year. The Stabilization Fund would be drawn down over a four-year
period through FY14 by annual Town Meeting action. Without planning ahead in this manner, the FY11 tax
hike just for the Willard School bonds, would be aimost 4%. By setting funds aside now, investing them for
the duration and adding any interest earnings to the Fund, and then drawing upon the Fund, we can cut this
unavoidable hike by more than half.

Concord Public School Renovations

CPS has requested the Town Manager’s five-year Capital Program to carry $800,000 for various capital
projects at the Peabody, Sanborn and Ripley school buildings (Article 25). This is consistent with the strat-
egy of continuing to make modest improvements to the middle school buildings, while buiiding the final new
elementary school.

FYO8 Suppliemental Appropriation

This need arises from a significant increase in unanticipated out-of-district special education needs that arose
at the beginning of the year at CCRSD. This item (Article 26) may not be moved if the administration be
successful in achieving savings through operations and other means, including the possibility of a grant from

the state to cover extraordinary costs.

Bruce Freeman Rail Trail Options.
There are four Articles (#27 - #30) that address different aspects of the design for a rail trail through West
Concord, between Route 2 and the Sudbury Town Line, by White Pond.

Community Preservation Act (CPA)

There are three Articles to support this year’s group of CPA projects (see Observer Report). These include an
article to allocate $1,632,500 from the Concord Community Preservation Fund to support an array of projects
(Article 31). In addition, there is a separate Warrant Article (#32) to fund the acquisition of a particular parcel
near the District Court on Walden Street and another article (#33) to fund the construction of housing on this site.



General Outiook

The Finance Committee always seeks to balance existing resources to adequately support each of the budget
entities within the Levy Limit, if possible. This becomes more difficult when non-property tax revenues dry
up, particularly State aid. The Committee has been pursuing a course of modest increases to support necessary
adjustments to costs, like salary increases, etc., or modest program increases to keep up with needed changes to
the core programs. The goal is to keep up with reasonable demands for service levels without either outpacing
the willingness of taxpayers to pay or creating deficiencies in the budget that could take many years to fully
fund again.

The FY09 budget, fike that in FY08, does not require Concord taxpayers to pass an override. As the Town
approaches a year that many think could be a recession, we must exercise caution. At this point, 86 % of the
General Fund resources are derived from property taxes. While in aggregate Concord citizens have demon-
strated a willingness and an ability to pay for the quality services they expect, it isn’t easy for many Concord
households,

Many citizens are increasingly challenged by the demand for more and more taxes. Some of these are elderly
citizens who have lived here for most of their adult lives. Some elderly citizens move here to live in the idyl-
lic setting of Concord. Some of these people are on fixed incomes. Concord’s diversity is dwindling. Some
residents are increasingly challenged by the costs of a home and living expenses.

The stress of higher property taxes will continue to erode the conviction of more moderate-income residents
to stay and benefit from the many riches of Concord life. Some citizen groups continue to pursue authoriza-
tion for alternative revenue sources, like a meals tax, or income tax, for Concord. The Town as a whole should
continue to pursue a dialogue to determine the best approach for Concord.

Another factor that will exacerbate this problem is the increase in long-term debt in Concord. A third new
elementary school in recent years will be under construction this spring. The high school capital needs loom.
large over this horizon. In addition, non-school needs, such as the question of whether to expand sewer treat-
ment capacity, are under consideration. '

The Debt Exclusion tax levy as a proportion of the total budget has grown from a low in FY03 of 1.36% to a pro-
jected high in FY09 of 5.37%. This is expected to take another, even larger jump in FY11, with the permanent
financing of the Willard project. This has motivated the Finance Committee to promote to Town leaders that a
Stabilization Fund be created to flatten out the spike of excluded debt from this project. While some argue that
we should instead take excess funds from the undesignated fund balance and bring down the levy requirements
for the coming fiscal year, the Finance Committee feels it would better serve those taxpayers struggling to stay
in Concord, to establish the Stabilization Fund and protect citizens from large swings in tax bills.

The FY09 tax increase is planned to be relatively modest compared to fiscal years 2004 through 2007. Plow-
ing Free Cash into FY09 could require most of these funds to be replaced in FY 10 with increased taxpayer
contributions, before considering increases in that year for operating and excluded debt needs. The quick fix
for a budget not broken will lead to multiple vears of high increases, instead of the greater stability provided
by the long term approach proposed under Article 10.

Concord has been adapting to the many challenges discussed above. Numerous new projects have
come with blended funding streams that accomplish important community goals with a mix of pri-
vate and tax-supported funds. The Board of Selectmen has been taking the lead in finding tax relief for
the elderly and others and in advocating for utility cost relief among the poorest citizens. New sourc-
es for revenues would be welcome, but until such tools are available we should look for strategies to pro-
vide stable long-term planning and to continue our strong day-to-day management of the public purse.

Thomas C. Anzer
Chair
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NOTES:

"T"HLE Concord Finance Committee was established by Town bylaw in 1921 and comprises 15 members
appointed by the Moderator for staggered three-year terms. By tradition, members serve no more than two
terms. By this arrangement, there is always a mix of new and experienced members and a mix of new poinis
of view and institutional memory. The appointment process is designed so that the Finance Committee re-
mains independent of the Town’s administrative structure and elected boards.

The Finance Committee has the following responsibilities:

» Establishing fiscal guidelines for the Town Manager, the Concord Public School Committee, and the
Concord-Carlisle Regional School Committee in preparing their budgets. Under Town by-law, these
guidelines must be published by the end of November each year.

+ Conducting public hearings on the budgets and other financial matters expected to come before annual

and special Town Meetings.

» Preparing this report for distribution to all residents, including recommendations on warrant articles be-

fore the Annual Town Meeting and a summary of the Town’s financial status.

+ Conducting special studies and activities to gather and disseminate information about financial issues af

fecting the Town.

« Managing a Reserve Fund account to meet extraordinary and unforeseen expenditures (proposed at

$225,000 for FY09).

Committee members are assigned as observers to attend public meetings of other Town boards and commit-
tees. Reports from these observers are included in the Observer Reports section of this document.

It is important to emphasize that the role of the Finance Committee is limited to making recommendations.
The Finance Committee regularly makes recommendations to Town Meeting, the Town Manager, the Board
of Selectmen, the school committees, the Superintendent of Schools, other boards and committees, and the
citizens of the Town. Responsibility for making decisions is reserved to the citizens through Town Meeting
and Town elections and to staff members, boards, and committees to whom specific responsibilities have
been delegated by Town by-law and/or state law.

That being said, the Finance Committees recommendation for the allocation of the limited resources within
the Levy Limit has the de facto force of a formal decision. This is because the three major budgetary enti-

ties—the Town Manager, Concord Public Schools, and the Concord-Carlisle Regional School District—have

constituencies of roughly equal weight. Therefore, as a practical matter, any one entity is rarely able to in-
crease its share at the expense of the others without the Finance Committee’s support.

Finance Committee Policies

For many years, the Finance Committee has bad a set of long-range financial policies for prudent fi-
nancial management of the Town. Starting in FY06, the Town began to document its financial poli-
cies in the Town Manager’s annual budget in a comprehensive way, following the recommended
practices of the Government Finance Officers Association of the United States and Canada. The
following is a summary of some of these policies, from the perspective of the Finance Committee:
« Maintain a fixed percentage of the annual budget in Free Cash. This forms the core of the Town’s reserve
and its working capital. Since the mid-1990s, the percentage has been 5%, equivalent to about $3.6 mil-
lion as we enter FY09.
= Spend about 7% to 8% of the annual budget on routine recurring capital maintenance and renewal of the
Town’s facilities and infrastructure, including schools. Included in this, 5% is reserved for debt service
for large items and projects funded by borrowing.
+» Avoid earmarking revenues, except as established by statute or the Enterprise and Special Revenue
Funds.



All other revenues go into the General Fund, where thev form part of the current year resources and/or
contribute to Free Cash for future years.

« Maximize the efficiency of capital with an aggressive program of repayment of debt principal, thereby
minimizing the proportion of debt service paid in interest and making tax dollars go farther.

« Adjust these policies only gradually and deliberately, not in response to pressures of the moment.

In general, the Finance Committee’s position is that debt service within the Levy Limit should be focused
on routine things over with the Town has little discretion—e.g., roofs, roads, equipment, workspaces for em-
plovees, etc. Debt exclusion financing shoulid be reserved for community amenities that are direct additions or
improvement in basic services and that would otherwise push essential maintenance out of the capital budget.

Budget Process

The budget process begins each vear in the summer, when the Finance Commitiee formuiates a series of
requests for information from the Town Manager and School Superintendent regarding overall trends and

issues.

In September, a joint coordination meeting is held, including the Finance Committee, the Board of Seiect-
men, the School Commitiees, the Carlisle Board of Selectmen, and the Carlisle Finance Committee. During
this meeting, the general parameters of revenue, state aid, and fixed costs are Jaid out, along with matters of
coordination between the two towns regarding the Regional School District.

During the fall, the Town Manager and the School Superintendent begin their annual budget process with
their own department managers. In October, the Guideline Subcommittee of the Finance Committee meets
with each of them to begin to frame the allocation of resources within the Levy Limit and any override for
the coming fiscal year. This is presented to the full Finance Committee, which publishes its Tentative Guide-

line by the end of October.

During November, the Guideline Subcommittee again meets with the Town Manager, School Superintendent
and citizens to finalize the recommended Guideline. This Guideline is published by the Finance Committee

no later than the end of November.

School budgets are voted by the school committees in early January in time for summarizing in the Town
Manager’s annual budget. By Town Charter, the Town Manager's budget proposal must be presented to the
Board of Selectmen 90 days before the start of Town Meeting. About two months before Town Meeting, the
Town and education budgets are presented for public comment at the Finance Committee’s public hearings. '
The period between these hearings and Town Meeting is for resolving issues, addressing comments and ques-

tions, and refining the budgets.

The Finance Committee appreciates the tireless efforts of the Town and school administrations, led by Town
Manager Chris Whelan and School Superintendent Brenda Finn, in the development and presentation of their
budgets and their assistance to the Finance Committee. We express special thanks to Anthony Logalbo, the
Town's Finance Director, and to John Flaherty, Director of Financial Services for CPS and CCRSD, as well as
to their staffs for their dedicated work throughout the year in maintaining the Town’s fiscal health.
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Proposed FY09 Budgets
Property Tax impact

incremental and total tax levy and budget changes

FYO8 plus Proposed
budget A

Town Government operations $16,397,974 | +% 792,038 = § 17,190,013 +4.8%

Concord Public Schools (K-B) $26,423,840 +$ 782,360 = $27,206,200 +3.0%
CCHS assessment:

without debt exclusion $ 12,181,417 +% 612,468 = § 12,803,885; +5.0%
debt exclusion 476.557 684,143
iotal assessment $ 12,667,974 $ 13,488,028

Concord's assessment share:

FYoB: 71.99%
FYO08: 71.82%

Sum for all operating budgets: $ 2,186,867

Projected Tax rate impact + 5.63%

Tax Bill at median $735,650 value $ 7.8856 + 444

$ 8,330

Tax Bill per $100,000 a.v. $ 1,072 + B0 = $ 1,132

About one-fourth (+1.53 % ) of the projected increase is due fo debt service on excluded debt
approved by the voters, principally for Aicott, Thoreau and Willard schoois.

% increase in tax ievy to existing taxpayers
vy
(exclusive of New Growth levy)

10.0%
9.0% |
8.0%
7.0% -
6.0% -

5.0% -

3.0% -

2.0%

1.0%

:

4.0% -~

The Rate of increase in the
.. property tax bill has declined ... ... T
for four consecutive years 2.7%

0.0%

FYo2 EY03 EY04 FYO5 FY08 EY07 FY08
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